gs 
Se 


$360 Million Line Sales in Second Route Most Railroads Another Retord- 
Earmarked for California, Texas Into Chicago Aren't Revenve Setting Year for 
improvements Announced Now Open Adequate intermodal 


SP plans to spend SPhassignedaletter Direct service be- BurlingtonNorthern SP Lines set a com- 
$360 million on capi- of intent with a Joint tweentheWindyCity andNorfolkSouthern pany record last year 
talimprovement pro- Powers Board to sell and the West Coast were the only Class] _ by shipping one mil- 
gramsin1991.Thisis rail lines on the San. —over Burlington  railroads—out of a lionintermodal units. 
down from $387 mil- Francisco peninsula Northern trackage total of 33—foundto The previous high 
lion last year. The for $268 million. The between Kansas City be revenue adequate had been 926,000 in 
railroad will add 45 JPBwillusethelines andChicago—finally in 1989, accordingto 1989. More than 6.2 
locomotives to its for commuter ser- gotunderwayonNo- the Interstate Com- million trailers and 
fleet, but does not vices. Thesalewould vember 14. Service merce Commission. containers moved on 
plan to purchase include the 127-year- had been delayed Under the com- _ thenation’srailroads 
trucks or freight old commuter line because of a labor mission’sstandard,a in 1990—~the ninth 
equipment. Major between San Fran- dispute. railroadisconsidered consecutive record- 
fixed plant improve- cisco and San Jose. The first Chicago- to be revenue ad- settingyear,SPLines 
ments include $196 The JPB has an op bound train, the equate if its rate of was responsible for 
million for rails, ties tion to purchase ad- KCCHM, departed returnoninvestment nearly one-sixth of 
and ballastprograms ditional lines which, Kansas City at 12:30 isatleastequaltothe _ that business. 

and $16.4 million for depending upon the p.m. with Engineer industry's 11.5 per- The ICTF handled 
upgrading computer time of exercise, M.N. Viachos and cent cost of capital. almost 600,000liftsin 
and technology. could increase the Conductor T. A. Ja While the average 1990 and plays a ma- 
Other major projects total purchase price cobson. In Chicago, rate of return on eq _jor role in SPs inter- 
include rehabilita- upto$330million.SP the CHKCM left at uity for railroads in modal success. The 
tion of Englewood will continue freight 1:40 p.m. with Engi- 1989was84percent, three-year-old south- 
Yard in Houston, up- operations over the neer Chuck Downey Southern Pacific ern California termi- 
grading oftheservice _ lines after the sale. and Conductor AR. Lines (including the nal handled its mil- 
track at Kansas City’s OnJanuary11,the Young aboard. Rio Grande and Cot- _ lionth container last 
ArmourdaleYardand Dallas Area Rapid Thenewroutebe- ton Belt)wasamong year—two years 
variouscarupgrades. Transit District an- comes part of the St. the lowest witha 18 ahead of projections. 
The Rio Grande has nounced the pur- Louis Division andis percent return on in- Containers and 
budgeted $22 million chase of about 54 operated by SPCSL vestment. American  trailersaccountfor27 
for its rails, ties and miles of Cotton Belt Corp. industry in general percent of the SP's 
ballast programsand line between Wylie posted an average total carloads. Craig 
plans to acquire 450 and Forth Worth, return onequityof15 Philip, vicepresident- 
opentopcoalhopper Texas. The district intermodal, sees 1991 
cars. paid $21.5 million for as another record- 

the line. breaking year. 


Tony Hertz 
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his meeting is about people, about process and about our customers,” said 
Chairman Phil Anschutz in his opening remarks to Southern Pacific Lines’ 1991 
Management Conference. “It’s about how we move this railroad from where it 
is today to where it needs to be tomorrow to be a vital competitor in a complex, 
21st Century global economy. Therefore, itis really about change.” About 250 
people, including 31 of the general chairmen, attended the meeting held in San 
Francisco on January 18and 19. Theconference’s theme— “Road to’92” —targets 
1992 as the turnaround year for the railroad to become a stand-alone, self. 
sustaining, quality railroad. & Speakers at the two-day meeting introduced the 
company’s mission statement, presented SP Lines’ five-year plan and its “Road to 


92” objectives, and inaugurated a quality process that will shape the railroad’s i 


future. & “Our vision is simple,” Anschutz said. “We want our customers to like 
doing business with us, and our employees to be motivated and proud to work with 
usasateam. We wantto provide excellentvalue and service to our customers, while 
making money asa business.” Ei Howwill SP Lines achieve this vision? Through 
a quality process: a fundamental business strategy Anschutz describes as the 
most important thing to happen to SP in the past 10 years. “Quality is a competitive 
weapon,” Anschutz said. “Itis being used against us in the marketplace. We need 
touse it ourselves. In fact we have no choice. It’s the only way we have to remain 
as an effectively competitive transportation company.” & For SP Lines to es- 
tablish a quality process, however, the company needed to define its direction 

and mission. & President Mike Mohan introduced the mission statementat 
the meeting. “Southern Pacific Lines’ mission is to anticipate and satisfy the 
requirements of its customers for highly responsive and cost-effective trans- 
portation and distribution services.” 1 “We're out to change the focus at SP 
and our mission statement describes the direction we intend to head,” Mohan 
said. “We intend to make the quality process a way of life and a way of doing 
business at Southern Pacific Lines.” “Starting today,” Anschutz added, “we're 
going to make a commitment to the customer. That will be the focus of this 
company. Not with lip-service, but with quality service, and backed by a process 
that involves each of us.” & Kent Sterett, executive vice president-quality, ex- 
plained that quality is a fundamental business strategy. “If we can produce better, 
more dependable products and service, and if the customer perceives this as a 
higher value, we can improve customer satisfaction. Improved customer satisfac- 
tion means improved customer retention and market share. This means higher 


revenues.” E In addition to increasing customer satisfaction, there’s another side 


Third annual managemont conerence carts SP Lis 


a compen live, cusiomer- sinuen trans) 


i 


to quality — what Sterett calls the cost of non-conformance. These include such 
things as billing errors, terminal delays, locomotive failures, derailments, personal 
injuries — things that cost the company hundreds of millions of dollars each year. 
“If we can reduce these quality failures,” Sterett said, “we can reduce our cost and 
improve our profitability.” £& Sterettshowed howthe quality processhasbenefitted 
other companies. Florida Power and Light saved $700 million over a three-year 
period while reducing customer complaints by 60 percent, employee accidents by 
65 ype and improving service Sepia Bu 50 percent. Xerox increased its 
: <5 : gaq market share by 50 percent be- 
tween 1984 to 1988 while reduc- 
ing defects by 78 percent, un- 
scheduled failures by 40 per- 
cent and cutting its service re- 
sponse time by two hours. Ina 
@ two-and-a-half year period, 
Union Pacifichas publicly stated 
ithas realized over $300 million 
in savings, a 30 percent reduc- 
tion in dissatisfied customers, a 
50 percent reduction in billing 
errors and a 25 percent reduc- 
tion in the cost of derailments.A 
new “Quality Management Sys- 
tem” sets the stage for ach- 
jeving similar results on SP 
Lines. & “The first step is to 
determine the direction of the 
company. That’s what we have 
done at this meeting,” Sterett 
explained. “We've rolled out a 
mission based on an analysis of 
our business circumstances. 
We've developed five-year strat- 
egies based on a knowledge of 
where we are versus the mar- 
ketplace and the needs of our 
customers.” 
Nine strategies were identi- 


Chuck Fox 


fied — each with specific objec- p- 


“Tf we can 
produce better, 
more dependable 
products and 
service, and 
if the customer 
perceives this 
as a higher value, 
we can improve 
customer 
satisfaction.” 


FROM HERE 10 PROSPERITY 
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Quality: 
What Does It Mean? 


tives for 1991, target dates and 
the people accountable for 
achieving the results. The 
strategies are: 

1. Improve Ability to Meet 
or Exceed Customer Re- 
quirements. This includes 
responsiveness of customer 
service, sales and pricing. It 
alsofocuses on service reliabil- 
ity, equipment supply and 
specific equipment repair pro- 
grams. 

2. Increase Revenues. Ex- 
isting business and new cus- 
tomers will be targeted. This 
includes developing trafficover 
SP Lines’ two new routes into 
Chicago. 

3. Improve Revenue Col- 
lection. The quality process 
will ensure more accurate bill- 
ing and collection of charges. 
4, Reduce the Cost of Non- 
Conformance. Two impor- 
tant areas will be to improve 
reliability of locomotive and 
freight car fleets and create 
additional equipment capacity 
by reducing freight car cycle 
time. 

5. Strengthen Operations 
Effectiveness, Increase per- 
sonnel productivity through 
labor agreements and techno- 
logical advancements. 

&. Improve Asset Utiliza- 
tion. Identify unneeded facili- 
ties, branch lines or mainline 
track. Modernize and consoli- 
date mechanical operations. 
7. Improve Safety. Reduce 
employeeinjuries, derailments 
and crossing accidents. 

8. Develop Human Re- 
sources, Identify training 
needs, create recognition and 
reward programs, improve 
communication of corporate 
goals and direction. 

9. Establish a Management 
System and Corporate Cul- 
ture Focused on Quality 
Improvement. 


4 


“Thenextstep,” Sterett said, 
“js to cascade these strategies 
throughout the company and 
to link them to our ‘Road to ‘92’ 
action plans, each with its indi- 
vidual and departmental ac- 
countabilities,” 

“The key to managing all of 
this change is going to be infor- 
mation, communication, lis- 
tening, focus and flexibility,” 
Anschutz told the group. 

Conference-goers got a 
chance to experience this phi- 
losophy during break-out ses- 
sions. Participants were divided 
into 13 discussion groups. 
Topicsranged from identifying 
training needs to motivating 
employees and more fully us- 
ing their talents and abilities. 
The groups presented their 
findingsandrecommendations 
to the general meeting. These 
are also being given to the Ex- 
ecutive Committee for consid- 
eration and implementation. 

Employees will getachance 
to hear more about what went 
on at the third annual manage- 
ment meeting in the coming 
months. Beginning in late 
March, employeemeetingswill 
be held to discuss the high- 
lights of the “Road to 92” con- 
ference. Town hall meetings 
and local presentations, led by 
the company’s top manage- 
ment and many of the confer- 
ence-goers, will be held 
throughout the railroad. 

“We've got some new play- 
ers to bring an outside and 
fresh perspective to the com- 
pany,” Anschutz summed up. 
“And we've got a number of 
veterans who know this com- 
pany and the railroad business 
inside and out. I believe that’sa 
winning combination for turn- 
ing SP Lines into a forward- 
looking, cohesive, and cus- 
tomer-driven company — a 
company committed to qual- 
ity.” 
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nthe petrochemical heartland of Texas, near Houston, many SP Lines customers used to 
complain about the service they got from the railroad. Their opinions have changed now 
_ that SP’s improved the way it switches rail cars at their plants. 

- Many of the world’s top producers of petrochemicals — and some of SP’s biggest 
- customers — can be found along the 50-mile corridor that stretches from Houston to 
- Galveston. Refineries dominate the skyline along this part of the railroad known as the 
Galveston sub-division. Road switchers, working out of SP’s Strang Yard in La Porte, Texas, serve 
more than 100 customers located in this part of the Petrochemical Gulf Coast. Everything from 
liquefied petroleum gas (LPG) to plastics is produced here and, in most cases, SP plays an 
important role in providing rail transportation of both raw materials and finished products. 

Ayear ago, when the SP-served customers in the La Porte and Baytown areas talked about the 
service they were getting, you heard more complaints than compliments. 

“Customers said that our switching was inconsistent. They were unhappy because the wrong 
cars were placed into their plants,” says 7 
Houston Division Superintendent Doug 
Wills. “They complained about crews 
not checking with the foreman in charge 
of their plants and about gates being left 
unlocked.” 

Today, mosthave more positivethings 
tosay. Allittook wasa little more commu- 
nication and a few changes in the way SP 
wentabout switching carsatthese plants. 

Houston Division employees recog- 
nized the switching problems as a good 
opportunity to put their new quality pro- 
cess to work. 

“Basically, SP was not always meeting 
our customers’ requirements,” says As- f 
sistant Superintendent David Dawson. : 
“We needed to identify the root causes of 
the defects, errors and mistakes.” 


...or how the quality process turned complaints into compliments 
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A management team made up of Dawson and 
Trainmasters Paul Lobello, Lynn Wooley and Doyle 
Owen held meetings with customers in the Strang 
area and developed a set of requirements which 
customers wanted SP to meet. Lobello has since 
moved to Englewood Yard and Bob Wright has been 
appointed trainmaster at Strang. 

“Customers told us they wanted consistent ser- 
vice, day in and day out, rain or shine,” says Lobello. 

“Some industries needed switches atdifferenttimes 
on different days,” adds Doyle Owen. “They might 
wantaswitch two hours earlier or two hours later than 
the day before. As a result, some switching crews 
couldn't get all their work done and everything would 
backlog.” 

The trainmasters talked to the crews who served 
these customers and asked for their ideas, then sat 
down to study the facts to see if they could come up 
with a better system. 

“First, we rearranged the on-duty times of the 
switchers,” says Lynn Wooley. “Then we came up 
with a work sheet for each conductor which includes 
a schedule and switching instructions for that day.” 
The detailed instructions spell out how each industry 
should be switched. Itis arranged efficiently so there’s 
time for other duties, such as switching out inbounds 
for the plants.” 

“Alotoffootwork, cussing and discussing wentinto 
developing the conductor's work sheet,” says Lobello. 
“But it’s resulted in a very ordered and logical way to 
serve our customers.” 

Conductors are responsible for filling out a report 
each day to show the time the switch to the industries 
was completed. Documentation concerning daily ac- 
tivities ofactual switching operationsis maintained by 


personnel at Strang to insure that switching require- 
ments are met. 

“Chief Clerk Jimmy Spencer makes the check list 
and makes sure all the paper work is turned in,” says 
Wooley. “Agent Charlie Broker monitors the switch- 
ing times, graphs it to see where the problems might 
be and tries to come up with solutions to problems.” 

Crews operating in these service areas have per- 
formed well and continue to improve. The outbound 
train schedules have increased and on-time perfor- 
mance is much improved, thanks to the conductors 
processing cars through Strang Yard. Conductors 
Pat Jenkins and Melvin Hickman have provided timely 
and consistent processing on the inbound and out- 
bound cars through the yard. 

Theresults have been very positive. Consistency in 
switching is up, accuracy in meeting all customer 
requirements in the Strang area has improved dra- 
matically, andthe cost ofthese operationshasdropped 
significantly. 

Many customers, like Glenn Bohny, transporta- 
tion representative for Texas Petrochemicals Corp. 
in Houston, have written to say thanks. “The crews 
that switch our plant have been very understanding 
of, and responsive to, our needs,” Bohny said in his 
etter. “.. Thanks to good communication and to the 
Southern Pacific’s willingness to listen, we are get- 
ting closer to maximizing the cars going into and out 
of our facility, which in the end, benefits both com- 
panies, This is the result we are striving for. Your 
quality commitment has, in the short term, paid offfor 
Texas Petrochemicals. If our two companies can 
continue to communicate each other’s interests, the 
long-termresults will undoubtedly reach newheights 
in quality.” @ 


The instructions 
spell out in 
detail how and 
when each 
industry should 
be switched and 
is arranged 
efficiently so 
there's time for 
other duties, 
suth as switching 
out inbounds for 


the plants. 


left: Melvin Hicuman makes sure that cars get through Strang Yard ong timely 
busis. Above: Conductor Robert tobles (left), Teainmaster Doyle Owens and 
Conductor Reuben Fitzsimmons look over the new conductors switch list that 


better meets the needs of SP Lines’ customers in the Strang area. 
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‘This service 
builds a 
partnership 
wand is 
beneficial 


to both.’ 


Service Builds 
Partnership 


ob Messemer, director of 

distribution and pur- 
chasing for Rhone-Poulenc 
Basic Chemicals Company 
headquartered in Shelton, 
Connecticut, wrote Chairman 
Phil Anschutz to compliment 
SP Lines’ John Oliweiler, se- 
nior manager regional salesat 
Stamford, Connecticut, forthe 
“kind of service that benefits 
both companies.” 

According to Mr. Messe- 
mer, “John has done an ex- 
cellent job servicing our ac- 
count. He has moved projects 
on sulfuric acid and soda ash, 
among others, that have been 
stalled and he has a continual 
follow-up program keeping all 
managers informed on the 
status of their projects. This 
service builds a partnership 
between our companies and 
is beneficial to both parties by 
securing additional business 
forSPand satisfying theneeds 
of Rhone-Poulenc.” 


Army Commends SP for Role in 
Operation Desert Shield 


ajor General John 
Piatak, commander of 
the Army’s Military Traffic 
Management Command, ex- 
pressed his appreciation for 
“the dedicated and profes- 
sional performance of the 
managementand employees 
of Southern Pacific Trans- 
portation Company” in sup- 
port of Operation Desert 
Shield. 
“TheresponsivenessofSP 
to the requirements of many 
Department of Defense ship- 
pers has ensured timely and 
successful unit deploy- 
ments,” Piatak wrote in his 
letter to Chairman Phil 
Anschutz. “Particularly note- 
worthy was the rail move- 
ment of the 3rd Armored 
Calvary Regiment from Fort 
Bliss, Texas, to Houston and 
Beaumont.” The movement 
involved over 1,400 rail cars. 
Among those mentioned 
in the letter were: Rick 
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Nelson, vice president-coal & 
minerals in Denver; Vince 
Olsen, asst. vice president- 
government at Denver; Jerry 
Stone, market manager in the 
government groupat Denver; 
Bill Mullins, director of re- 
gional sales in Washington, 
DC; General Manager Rollin 
Bredenberg and Regional 
Transportation ManagerTom 
Williams in Houston; Ed 
Robinson, Willard Fong and 
Jerry Bader of Fleet Manage- 
ment in San Francisco; and 
Chief Clerk Bill Walaski in E1 
Paso. 


Near-Perfect Scores 
At Training Center 


hree locomotive engi- 
neers from Oregon were 
the top-scoring students for 
1990 at SP’s Transportation 
Training Center (TTC) in 
Cerritos, Calif. 

Charles Knotts, from the 
Eugene Terminal, was the top 
academic achiever with a final 
score on the written exam of 
98.72 percent. D. A. McLellan, 
who works at Brooklyn Termi- 
nal, placed a close second with 
a score of 98.63 percent. Fin- 
ishing third was L. D. Smith, 
also from Eugene, with 98,45 
percent. 

The Transportation Training 
Center offers training to con- 
ductors, brakemen, train dis- 
patchers and locomotive engi- 
neers. Last year 759 SP Lines 
employees — and 492 from 
other railroads — attended 
classes, 

The training center relo- 
cated fromsouthern California 
to a suburb of Kansas City in 
January. 


The top scoring 
student for 
1990 was 
Charles Knotts 


from Eugene. 


Architect's 
drawing of an 
All Aboard 
fini Storage 
Facility. 


DART Adds On 


a trackage rights 


n January, the Dallas Area Rapid Transit (DART) completed its purchase of 54 miles of 
Cotton Belt right-ofway between Wylie and Fort Worth. DART paid $21.5 million for the 
| tailroad right-of-way. SP will continue to offer rail service to customers on the line through 


agreement. Hl Two 
years ago, DART 
bought 34 miles of 
right-of-way between 
Dallas and Plano, 
Texas and a small 
portion of two branch 
lines. That sale was 
worth $58 million to 
| SP. 


smn SP Lines Sold (1988) 


Southern Pacific Lines 


Nee: odd-sized pieces 
of SP rights-of-way are 
becoming anew source ofrev- 
enue for the railroad. 

Last December, HyRail 
Partners, a joint venture be- 
tween Southern Pacific 
Warehouse Company — a 
subsidiary of SPT — and Rail 
Pacific, Inc., started building 
its first All Aboard Mini Stor- 
age facility in southern Cali- 
fornia. HyRail Partners plans 
to develop 25 mini-storage fa- 
cilities on SPrights-of-wayina 
deal worth $123 million, 

The first two sites now un- 
der construction are inthe Los 
Angeles area. One in North- 
ridge will have 60,150 square 
feet of rentable storage space. 
Asimilar facility is being built 
in North Hollywood. Both 
projects are scheduled for 
completion this spring. 

All Aboard’s one-story 
buildings with roll-up doors 
offer easy exterior access to 
each storage unit. Facilities 
will have 24-hour on-site man- 
agement plus electronic secu- 


Big Plans for Mini Storage 


rity systems with alarms for 
each space. 

“These rights-of-way are 
well suited for mini-storage fa- 
cilities,” says Real Estate’s Don 
Caldwell, asst. regional direc- 
tor of sales in Los Angeles. 
“Their locationsin urban areas 
make them desirable as stor- 
age sites for commercial ten- 
ants as well as individuals.” 

The All Aboard project got 
its start when Lance Alworth, 
president of Rail Pacific, met 
SP’s David Steele, vice presi- 
dent-real estate development. 


Alworth, the former San 
ego Chargers football player, 
has been in the mini-storage 
business since hisretirement 
from professional football in 
1971. Also helping with the 
project have been Real 
Estate’s Bob Stacy, asst. vice 
president-regional directorin 
Los Angeles, and Regional 
Director Larry Phipps and 
Asst. Regional Director Rick 
Gooch in San Francisco. 


Thank Heavens for Jerry Banes 


he congregation of God’s Family Church in Fresno, Calif. 
think Signal Maintainer Jerry Banesis heaven sent. Inearly 
December, Banes came across a cash box that had been 
thrown onto SP property. Its contents — nearly $4,000 in 
checks which represented most of the church's Sunday collec- 


tion — were scattered on th 


e ground. Banes gathered the 


checks, then called the church. “His telephone call was a 
welcome relief,” wrote Pastor Dale McNeil in his thank- you 
letter. “You can be proud of employees like Jerry Banes.” 


Amen, 
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jouBig uyor 


SP’s Bon 
Caldwell 
and Lance 


Alworth. 


Total purchase 
price for the 
properties 
could reach 


$330 million. 


Joint Powers Board repre- 

senting three counties in 
the San Francisco Bay Area 
signed a letter of intent with 
SP on January 2 to purchase 
68.2 miles of SP’s rail lines, 
including the 47-mile com- 
muter line between San Fran- 
cisco and San Jose. 

The letter ofintent provides 

for the Joint Powers Board to 
pay $268 million for: 
= The line between San Fran- 
cisco and Lick (about four 
miles south of San Jose). 
= The 11-mile Dumbarton 
Line between Redwood City 
and Newark, including the 
Dumbarton railroad bridge. 
e A 6.1-mile portion of the 
Vasona Branch between San 
Jose and Vasona Junction. 
2 The right to operate an 
agreed upon level of com- 
muter service on SP’s track 
between Lick and Gilroy. 

The letter of intent also 
gives the Joint Powers Board 
the option to buy: 

« The 3.2-mile San Bruno 
Branch between Colma and 
San Bruno. 

The 1.3-mile Moffett Field 
Line. 

a Half of the remaining 8.4 
miles of the Vasona Branch 
between Vasona Junction and 
north Cupertino. 

= Half of the right-of-way be- 
tween Lick and Gilroy. 

Depending upon when the 
options are exercised, the to- 


tal purchase price of the prop- 
erties could increase from 
$268 million up to $330 mil- 
lion. 

The deal is contingent on 
financing being obtained by 
the Joint Powers Board and 
negotiation of final purchase 
and operating agreements. 
The closing date for the pro- 
posed purchase is June 30. 

SP will continue to provide 
freight service over the lines 
after the sale, with the Joint 


tamm SP Lines Sold 


| aieae: Commute 


Operating Rights 


=== SP Lines: Option 


for Purchase 


mm Southern Pacific Lines 


Powers Board providing the 
commuter service. 

The peninsula commute 
line began service on January 
16, 1864 as the San Francisco 
& San Jose Railroad. Today, 
the 127-year-old line is the 
granddaddy of passenger 
train service in the West — 
even older than San Fran- 
cisco’s cable car system. 
About22,000riders board the 
52 trains that operate each 
weekday. 
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John Signer 


hort lines are an important growth area in the railroad business. Only 247 short 
lines were in business in 1978. Today there are more than 500. William Loftis, 
president of the American Short Line Railroad Association, says shortlinesand 
regional railroads make up 22 percent of total rail mileage, five percent of 
revenues and offer rail service to shippers who might otherwise resort to trucks. i 

Southern Pacific Lines works with 87 short lines that generate annual revenues 
approaching $200 million. Don Leffingwell hopes to double that figure. Leffingwell, a 
27-year veteran of the sales department, is the newly appointed assistant vice president 
of short lines sales and marketing in Denver. 

Leffingwell, along with Dick Fields in Denver and Bob Stern in St. Louis — both 
directors of short lines sales and marketing — hope to increase the amount of business 
SP Lines interchanges with shortlines by helping these smaller railroads promote their 
services. Jenny Conway recently joined the group as manager-administration, | 

“We need to get out there and market,” says Leffingwell. “Market the customer’s i 
goods, market the short line services to that customer and market the product to a 
source on SP Lines. The partnerships we develop with these small railroads benefit by 
everyone. SP can’t possibly operate some of these lines and make them profitable, but Shirley 
' short line operators can. We need to help them. It’s important for them to realize they Johnson 
are not orphans. We care.” 

As an illustration of that caring and enthusiasm, Leffingwell recently met with Bill 
i Frederick, president and chief executive officer for the Great Western Railway Com- 
pany. Together, they tackled a problem that threatened the short line, the community, 
and business for SP. ' 


The Short Line 


Since 1988, Southern Pacific Lines has set out to “win tts spurs” 
among customers in the West. Among them, a group of small 
railroads known as short lines. These feeder lines can be anywhere 
From a mere five miles of track to an impressive 2,000 miles. Don’t 
let their size jool you. They are money-makers for their owners and a 
growing source of revenue for SP Lines. 


Richard Steinheimer 


Short lines, like the Great Western Railway, give shippers a rail transportation option and bring additional business and revenues onto SP Lines. 
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The new short line sales and 
marketing team is headed up 
by Assistant Vice President 
Don Leffingwell (right) in 
Denver. Director Bob Stern 
{left} works out of St. Louis, 
while Director Dick Fields is 
located in Denver. 


Some 87 
short lines 
connect with 
SP Lines. 
Their business 
generates nearly 
$200 million in 
revenues. 


They traveled to Lakeview, Oregon, where, according to Frederick, the truckers 
were “eating our lunch.” 

Because lumber mills sell their product at the mill, transportation costs have not been 
their concern. Historically, lumber is sold by brokers who make arrangements for 
hauling the lumber from the mills to the customer’s lumber yard or distribution center. 

‘When the Great Western saw sales declining they wanted to check the rates offered 
by truckers to see what they needed to be competitive. But the mills didn’t know or care 
what the rates were, the truckers wouldn't tell, and the brokers weren't interested in the 
railroad’s loss of business or revenue. 

What Leffingwell, Frederick and Marvin Keil, regional account manager for SP Lines, 
discovered during their investigation was that the rates were not far apart. The 
determining factor seemed to be the size of the shipment. Most customers 
wanted to buy in smaller quantities to help reduce inventories so they were 
choosing trucks, which only haul 22,000 board feet. Rail cars handle between. 
55,000 to 95,000 board feet. 

Solution: First, convince the mill operators that they could sell more lumber 
evenata slightly reduced rate by shipping on rail. Second, persuade the customer 
that if he could save $10 a 1,000 board feet he could afford to carry a larger 
inventory. It worked. All parties won, except the truckers. 

Many ofthe short lines operating today once were part of Class I railroads. The 
lines fell on hard times because of high operating costs, escalating rail rates, and 
truckers who lured the business away with lower prices and better service. 

Short lines have been able to come in and reverse the trend. Operating with 
reduced crews and lower costs, they charge competitive rates that result in 
profitable railroad operations. Short lines, which often have operating ratios of 
about 65 percent, complement SP Lines’ marketing ability by handling those 
4 short hauls that would be cost prohibitive. 

Short lines not only rely on the customers they serve, they count on connec- 
tions with Class I railroads to reach far-flung destinations. 

About 10 percent of SP Lines’ total revenues come from its business from short lines. 
Leffingwell sees greater potential if SP Lines can win the battle against trucks which 
have captured a lot of the railroads’ business, In 1980, according to the Association of 
American Railroads, 67 percent of the nation’s ton-miles of freight moving 500 miles or 
more moved by rail. Trucks handled only 33 percent. By 1987, the railroads’ share 
slipped to 56 percent while trucks increased to 44 percent. 

Today, Leffingwell sees an opportunity to win back some of that business through 
partnerships with short lines. Short lines offer customers convenience, reliability and 
“curbside service,” while SP helps link these customers to distant markets at competi- 
tive rates. But in many cases, short lines get overlooked. Shippers may not be aware of 
the rail service that’s available, That’s where Leffingwell and his new team lend a hand. 
They meet with ashortlines’ key operating people and offer expertise in marketing and 
sales, Then together they call on freight customers. 

Working with a short line and its customers, SP Lines can offer greater market reach 
with a customized transportation package that might include the SP’s range of 
intermodal, interline and transload options. 

A good example is the Galveston Railroad. This short line serves the Port of 
Galveston, an important port for U.S. grain exports. Grain shipments coming from the 
Midwest and Canada on Class I carriers, including SP Lines, are delivered to the port 
by the Galveston Railroad. In turn, the Galveston Railroad picks up loads of imported 
sugar and tea and interchanges these rail shipments with SP for distribution in the U.S. 
With just 37 miles of track, the Galveston Railroad is making significant contributions 
to the nation’s economy. 

SP Lines is proud ofits partnership with the Galveston Railroad — and all ofits short 
line partners. It’s helping bring back business to the rails and benefiting everyone in the 
process. 
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Louisiana & Deia Rairoap 
Situated in the heart of Louisiana’s Cajun 
country, the Louisiana & Delta Railroad is 
made up of nearly 100 miles of track that 
once belonged to SP. 

“L&D ownssixformer SP branch lines,” 
says General Manager Forrest Becht from 
his office in New Iberia, La., “the New 
Iberia, MOP, Baldwin, Bayou Sale, Su- 
preme and Houma branch lines. We also 
have trackage rights over SP’s main line 
between New Iberia and Schriever.” 

Becht, who helped start up the L&D 
when it was formed in 1987, has high 
hopes for this short line that hauls rice, 
sugar, molasses, pipe, carbon black, salt, 
flat steel, drilling muds, a small amount of 
LPG and some oil field-related chemicals. 

He is aggressively seeking new busi- 
ness, since Louisiana has been hard-hit 
economically. “It’s been terribly depressed 
down here with the oil bust, but with the 
world situation the way it is now, we don’t 
know what tomorrow will bring.” 

One challenge Becht would like to ac- 
cept for the L&D is industrial switching at 
the chemical plants— those same switch- 
ing jobs the Class I railroads are trying to 
get out of. 

With37 employees accounting formore 
than 150 years of 
experience in the 
railroad business, 
and a fleet of seven 
locomotives, L&D 
stands ready. Four 
trains a day — op- 
erating five days a 
week — inter- 
change about 9,500 
carloads each year. 
The trains operate 
with two- and three- 
man crews. 

Becht confides 
that after the L&D's 

s ni debt is paid off in 18 
months, “we're looking at ownership by 
the employees. We already offer profit- 
sharing, butthis would givethemachance 
to own a piece of the company.” 

The L&D isa subsidiary of Genesee & 
Wyoming Industries which owns four 
other short lines in New York and Penn- 
sylvania. 


Cars hauling carbon blak (above) are switched by on L&D train 
at United, La. on SP’s old Baldwin Branch. At L@D‘s repair track at Hew tberia, 
@ worker (left) modifies a flat car to haul pipe. 
Photography by Forrest Becht 
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A trainload of copper ore (above) moves over the Copper Basin Railway 
neur Hayden, Arizona. General Manager, Jake Jacobson (right) says the railroad 
operates around the dock, seven days a week. 

Photography by Edward McCain 
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Copper Basin Ranway 


The Copper Basin Railway began making 
money the first day the owners boughtthe 
railroad from Southern Pacific and 
Kennecott Copper Company. It’s a real 
success story. 


Why would SP sell off its interest in the 
lucrative operation in Arizona? 

One reason was that in the spring of 
1986, U.S. copper prices were depressed 
and Kennecott was forced to reduce pro- 
duction, Around : f : 
thesametime, SP 
notified Kenne- 
cott that it would fa 
havetoraiserates 
to continue oper- 
ating. Fullcrews, 
caboosesand the 
need for lodging 
facilities at 
Hayden Junction 
made this 70- 
mile-long line an 
expensive opera- 
tion for SP. 

Kennecott called Earl Durden, presi- 
dent of Rail Management and Consulting 
Corporation (RM&C), to see what could 
be done. Durden determined that a pri- 
vately held short line could make it, even 
in a depressed market. So, Durden, 
Kennecott and Green Bay Packaging 
bought an interest in the new Copper 
Basin Railway, buying both the SP and 
Kennecott trackage outright. Some of the 
SPemployeesandall but one ofthe former 
Kennecott employees went to work for 
Copper Basin Railway. 

Copper Basin Railway hauls more than 
100,000 carloads of ore and copper from 
mines and smelter operations each year. 
Using two-person crews, Copper Basin’s 
trains move 24 hours a day, seven days a 
week hauling high tonnage loads that are 
the envy ofmany ofthe smaller short lines. 
The work force is small: 24 in train service, 
four operators, one purchasing agent, two 
shop supervisors and six shop workers. 
These employees and managers, who 
share the profits, operate 13 locomotives, 
SP copper concentrate cars, and leased 
freight cars. 

RMA&C, one of the largest non-Class I 
rail operations in the United States, pro- 
vides the overall management, sales/ 
marketing, financial, accounting, opera- 
tions and maintenance services. 


Grear Western Raaway 

What happens when you live and work in 
a community totally dependent upon four 
lumber mills? When the community is 120 
miles from the nearest McDonald’s or K- 
Mart? When the railroad says it is too 
costly to haul lumber from the mills over 
a55:mile branch lineto Alturas, California? 

That was the dilemma facing the town 
of Lakeview in Lake County — Oregon’s 
largestcounty with the smallest population. 
Those3,000residents were panic-stricken 
when they learned that Southern Pacific 
was about to abandon the line. 

In order to save jobs, the mills and, 
ultimately, the town, Lake County com- 
missioners formed a railroad commission. 

By 1988 the Lakeview Railroad Com- 
mission had bought themselvesa railroad 
from SP, but they weren’t sure how to run 
it. They found an operator in Great West- 
ern Railway. It marked the first time a 
county agency had hired a private com- 
pany to run a railroad. 

With its fleet of two locomotives and rail 
cars leased from SP, the Lakeview Rail- 
road is a profit center for the Great West- 
ern which is privately owned by Broe 
Company. In fact, Bill Frederick, presi- 


| dent and chief operating officer, exudes 


enthusiasm concerning 
the Great Western. 
Profits in 1990 are ex- 
pected to increase 900 
percent over 1988. 

Today only two lum- 
ber mills are operating 
in Lakeview, but the 
town is thriving. That's 
becausein the early days 
@ of the county, a sus- 
tained yield forest unit 
was set up in nearby 

@ Fremont National For- 
est. The important part ofthe deal for Lake 
County was an agreement to allow up to 
six million board feet of timber to be har- 
vested each year, but all of it has to be 
processed in mills located in the county. 
The annual timber harvestisa very impor- 
tant part of the county’s economy. 

The line was originally part of the Ne- 
vada, California & Oregon, anarrow-gauge 
railroad that was known locally as the 
Narrow, Crooked & Ornery. Today, the 
railroad hasa better reputation. Local high 
school kids had a contest to name “their” 
railroad and affectionately named it the 
“Goose Lake 55” since itrunsjust55 miles 
along Goose Lake. 


Brakeman Brian Bristow (above) signals to Suerintendent Barry Gray (lef), 
who is af the throttle, as they switch a forest products mill at Lakeview. 
Photography by Richard Steinheimer 
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Steve Oskey (right) 
presents plaques to 
Dennis Wilson (left), 
Local #1336 
chairman for UTU- 
Treinen, and Jack 
Jonkins, Los Angeles 
Division superinten- 
dont, for outstanding 
United Way contribu- 
tions. 


Caring, Sharing: 


Employees Around the System Give Generously 


The annual United Way campaign often reveals the compassion and generosity of employees 


around the system. Here are a few reports from divisions with outstanding results. 


Li/Wiest Colton 

Employees in the West Colton and Los 
Angeles Divisions contributed a record- 
setting $281,000 to the 1990 United Way 
campaign. They raised more than any 
other group throughout SP Lines, includ- 
ing the General Office which hastradition- 
ally been top-ranked. Conductor Steve 
Oskey, who coordinated the campaign, 
says nearly 75 percent of the 2,125 em- 
ployees in the combined divisions partici- 
pated. Their donations topped last year’s 
results by 65 percent. “People were very 
generous,” says Oskey. “The average con- 
tribution was $132.” 

Among the outstanding efforts on the 
West Colton Division were the locomotive 
engineers who raised $16,164 and the 
switchmen who had the highest average 
donation: $162 per person. On the Los 
Angeles Division, the trainmen donated 

ga $38,063. Dennis 
Wilson, local 
chairman, and the 
_ members of UTU 
Local #1336 chal- 
lenged Superin- 
tendent Jack 
Jenkins and his 
staff to see who 
could raise the 
most money. To- 
gether the two 
groups raised 
@ $20,000morethan 
the previous year. 

Helping Oskey with the campaign were 
Switchman Larry Lee, co-chairman at West 
Colton, and Los Angeles Division team 
captain Alan Sloan, who signed up over 
$30,000 in pledges. 


Tehachapi Division 

Since 1988, Tehachapi Division employ- 
ees have doubled the amount given to 
United Way and increased the average 
gift by 65 percent. This year’s campaign 
was their bestyearyet. Employeespledged 
$56,370. 


Conductor Ray Moore, campaign coor- 
dinator,creditsthe hard-workingvolunteer 
staff: Locomotive Engineer Benny 
Loudermilk, Conductor Clemente Macias 
and Conductor Jim Haggard. “These 
people put in at least 12-hour days for a 
two-week period during the campaign.” 

Their commitment paid off. “This year, 
72 percent of the employees participated,” 
says Moore. “The average gift was $157.” 


San Francisco Bay Area 

Nearly $227,000 was pledged by 59 per- 
cent of the 3,091 employees in the San 
Francisco Bay Area, including the West- 
ern Division. Three departments — Fi- 
nance/Treasury, ggg 

Police and Pur- 
chasing — had 
100 percent par- 
ticipation. Man- 
agement Services 
— the fourth larg- 
est department — 
collected more 
than any other 
group: $42,224, 
The average 
pledge was $154 
per contributor. 
The employees of SP Telecom and the 
Executive Departmentnearly doubled that 
da with their average contribution of 

330. 


San Antonio 

SP employees in San Antonio raised more 
than $23,000 for United Way — up more 
than 20 percent compared with 1989, ac- 
cording to campaign chairperson Gracie 
Cesarez. Especially noteworthy are the 
140 employees who pledged one percent 
of their annual salary. “I would like to 
thank all employees for making this drive 
a success,” says Cesarez. 
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United Way contribu- 
tors at the General 
Office were pre- 
sented with pink 
carnations. Those 
who helped with the 
United Way cam- 
paign in Manage- 


ment Servites are: 
{seated) Scott Reid 
ond Brenda Morris; 
(standing, left to 
right) Ron Pacheco, 
Carol Schultze, Bob 
Ashton, Erlys 
Jedlicka, Tae Choe, 
Don Sorenson, Jane 
Homsher, George 
Bakkenta, Nancy Lo, 
John Green, Bing 
Sacvarda, Dick Lentz, 
Sue Schuster, Tony 
Geronimo and Allen 
Keme. 
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